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PURPOSE 


The Gas Tax Fund (GTF) provides over $2.2 billion in permanent, legislated and 
indexed funding for local governments to address their infrastructure priorities 

It is allocated to provinces, territories and First Nations on a per capita basis 

It is managed entirely by provinces, territories, municipal associations, the City of 
Toronto and Indigenous Services Canada 

The program is flexible; signatories can design a delivery model that works for their 
jurisdiction | | 

Unlike other federal programs, up to 100% federal GTF funding may be leveraged 
Funds can be banked, borrowed against and accrue interest for long term planning 
purposes 
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HISTORICAL CONTEXT 


e 2005 — launched with S5 billion in funding over five years with a focus on 
environmental outcomes 

e 2007 - extended with additional funding of S8 billion 

e 2011- legislated as permanent at $2 billion per year 

e 2013 — indexed at 2% per year, added 11 new categories of investment with new 
national objectives of productivity and economic growth, and strong cities and 
communities 

e 2014 — 10-year Administrative Agreements are in place (2014-2024) 

e 2016 - uncommitted funds from legacy programs results in a $30 million transfer 
2019 — one-time $2.2 billion top-up transfer 
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YOUR ROLE 


e You are a co-signatory to the GTF Administrative Agreements 
e GTF funding is statutory, sourced from the Consolidated Revenue Fund 
* Onan annual basis, you exercise the authority to expend GTF funds through a letter 
to your counterparts confirming the annual allocation for that fiscal year 
* Funds may be withheld until compliance is demonstrated 
* The Agreements set out the accountability framework for the achievement of 
program outcomes, they are not legally binding contracts 
* The current set of Agreements run until March 1, 2024, unless renewed 
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FLEXIBLE APPROACH 


* The way the funding is distributed in each province or territory varies from 
jurisdiction to jurisdiction 

* The annual allocation flows in two equal advance payments 

* Broad number of categories for investment to respond to regional needs, most 
popular being public transit in large cities, roads and drinking/waste water in 
smaller communities 

* Municipalities select projects according to their priorities; there is no federal role 
project selection 

* Reporting occurs after funding has flowed but is necessary to monitor for 
compliance 
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1,453,066,904 
1,264,515,051 
324,233,515 

375,737,928 


4,230,991,855 
2,568,991,312 
. 233,689,712 


55,829,094 55,829,094 


31,583,477 31,583,477 


16,500,000 


* The federal Gas Tax Fund is allocated on a per-capita basis for provinces, territories and First Nations, but Pede a base funding amount ofi 0.75 per cent tof total annual funding for Prince Edward 
Island and each territory. The agreements through which the Gas Tax Fund is administered will be renegotiated in 2024. 
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FUNDING BY JURISDICTION AND CATEGORY 


Gas Tax Project Spending by Category and PT (2005-2018) 
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DELIVERY PARTNERS 


* The Program is delivered on behalf of the Government of Canada through: 
* Provincial and territorial governments; 
* Municipal associations (Association of Municipalities of Ontario; Union of 
British Columbia Municipalities) 
* City of Toronto 


Ultimate recipients undertaking infrastructure projects are local governments 
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FEDERATION OF CANADIAN MUNICIPALITIES 


(FCM) 


e As one of the key organizations representing municipalities in Canada, the FCM has 
a strong interest in the Program 

* The FCM advocated for a doubling of the GTF, as well as increasing the legislated 
indexation rate from 2% to 3.5% and a change of name to the program 


* The FCM will likely raise these requests in their interactions with you 
e The FCM was a key advocate for advancing asset management under GTF in 2014 
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CHALLENGES 


* Making progress on reporting nationally on the changes or impacts of GTF funds, in 
response to the 2016 Report of the Commissioner of the Environment and 
Sustainable D 
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OPPORTUNITIES 


e Consultations with signatories on the renewal of GTF Agreements are expected 
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Launch of the Gas Tax Fund 


* The Gas Tax Fund (GTF) was launched in 2005 as part of the New Deal for 
Cities and Communities to provide municipalities with $5 billion in 
predictable funding over five years. 


* Transformative and innovative program that initially focused on 
environmental outcomes - clean water, clean air and reduced 
greenhouse gases. 


Typical Infrastructure Programs 


Local decision-making 


Federal-provincial project selection 


Can bank funds and use to 


No banking 
borrow against — 


* Focused on environmental * Broad range of categories Aligned with 
outcomes o program outcomes 
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Evolution of the Program 


e 2005 — the Gas Tax Fund (GTF) was launched. 


* 2007 - the program is extended to 2014 with additional funding of $8 
billion. 


* Budget 2011 legislated GIF as a permanent $2 billion per year. 
e Budget 2013 announced additional changes. 


o $2 billion of annual funding, indexed at 2% per year, 
beginning in 2014-15 (increases in 100M increments) — this aspect was also 
legislated. | 


o Added 11 eligible categories for more flexibility for a total of 18. 
e Renewed agreements negotiated and signed in 2013-2014. 


* Budget 2016 confirmed transfer of uncommitted funds from older 
infrastructure programs - $30 million was transferred in March 2017. 


* Budget 2019 provided a one-time $2.2 billion top-up to the GTF. 
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Current context 


e The GIF is one of INFC's most flexible programs, both in terms of 
eligibility and management of the program. 


e The federal 


government plays | Public Transit - |»... | Community Energy Systems 
an arms-length 

administrative role 
to ensure oversight 
and accountability 


Drinking Water - Capacity Building 


to Canadians. Brownfield Redevelopment | Local And Regional Airports : 


e GIF is highly 
A MS Short-sea Shippin 
municipalities to PAS 
bank and pool — oO 
funding from year | Broadband Aand — -. Disaster Mitigation | 
to year. Connectivity | x 
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Governance 


e Intent was to sign Gas Tax Fund agreements with provincial/territorial 
governments. 
o They would administer the program through funding agreements with 
municipalities. 
e However, approach varied; 
o In British Columbia and Ontario, funds flow to municipalities via the 
provincial municipal associations (AMO and UBCM) who are signatories. 
o The City of Toronto is a direct signatory with Canada. 


e All agreements are based on program terms and conditions but 
tailored to meet unique circumstances of each jurisdiction. 


* All agreements required the establishment of an Oversight 
Committee - provide opportunities to keep each other informed of 
issues and ensure program is on track. 


e INFC also holds an annual working-level workshop for all signatories. 
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Funding Allocations 


* Based primarily on a per capita basis using Statistics Canada data: 
o PEland the territories receive 0.75% of total 
o. Remainder is distributed to other provinces on a per capita basis 


o A per-capita share of GTF is allocated for Canada's First Nations 
population and managed by Indigenous Services Canada 


e Allocations are updated every five years following release of census 
data. | 


e Within each PT, different formulas and mechanisms are used to 
determine allocations to municipalities including: 

Per capita distribution 

Base funding + per capita distribution 

Application-based component 


Strategic carve-out to address priorities (e.g., funds for regional solid waste 
management facilities, public transit) 


O O O O 
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Program Delivery Flow 


e GIF funds flow from Canada to P/Ts 
and Municipal Associations 
(Signatories) twice a year - early July 
and then later in the year, conditional 
on meeting reporting requirements. 


| 1. Funds flow to | 
Signatories | 


e Signatories enter into agreements with 
municipalities for management of GTF 
within their jurisdiction, including flow of 
funds. 


* Municipalities select projects within 
program parameters. The federal 
government has no role in selection or 
approval of projects. 


* Each Fall, Signatories submit annual 
reports to Canada on funds spent in 
previous fiscal year and publish an 
outcomes report on progress every 5 

years. 
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Investments and Commitments 


* Given the environmental focus of the initial GTF, funds could be use 
for limited types of investments. Under the renewed GTF, in 2014, the 
number of eligible investment categories had been increased. 

e Agreements also included specific requirements for municipalities 
such as: 

* Development of integrated community sustainability plans 
* Development of five-year capital plans 

e Adoption of public sector accounting rules 

* Make progress fowards Asset Management objectives 


Processed undé?the provisions of the Access to Information Act / 
Révisé en vertu de la Loi sur l'accés à l'information 
19 of 23 


Accountability and Reporting 


e Each fall, signatories provide an audited annual report to 
demonstrate previous year's compliance with GTF agreement: 


o Annual report includes a summary of how funding is spent, detailed 
financial statements and project lists; 


o Infrastructure Canada may withhold payments until the annual report is 
submitted and accepted: 


o Based on this reporting structure, project data and information is always 
a year behind (i.e. current as of end of calendar or fiscal year). 


¢ Signatories must publish an Outcomes Report periodically (in 2009, 
2014, 2019 and 2023). 


o Performance story explains how the program is progressing towards the 
expected results based on credible data. 


* [he GIF management accountability framework includes audit and 
evaluation provisions for the program. 
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Best practices, challenges and 
opportunities 


e The m of the GTF has been i well received j stakeholders. 


* INFC has established a working group and is currently working with 
signatories in order to take stock on how to move ahead on a consistent 
approach to outcomes. 

* Provinces, territories and municipal associations are low-risk, trusted 
partners. 

* The third-party delivery approach leverages this principle and allows INFC 
to focus on program monitoring while leaving the day-to-day 
management in the hands of signatories. 

* By having 18 eligible project categories, the GTF funds projects which 
would not be eligible under other programs. 


* [his complimentary approach to programming ensures that the majority 
of municipal infrastructure needs can still be funded by INFC's suite of 
programs. 
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GAS TAX FUND ALLOCATIONS 
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Briefing Date: TBC SECRET 


SUMMARY OF KEY POINTS: GAS TAX FUND 
e The Gas Tax Fund, launched in 2005, currently provides over $2.2 billion in indexed 
funding annually for municipal projects (approximately 4000 projects annually). 
— There is no requirement for provinces or municipalities to provide matching 
funding to projects. 
e Initially focused on environmental outcomes, it has since expanded to include 18 
different funding categories. 


— The program offers flexibility to each jurisdiction on their specific needs, and 
respects provincial/territorial jurisdiction in matters of municipal infrastructure. 


— The program has been highly lauded by communities due this flexibility. 
| 
e Administrative agreements to implement the Fund are in place in each province and | 
territory. 
| 


— Signatories (typically only with provinces/territories, but also municipal 
associations in some cases) are responsible for daily management of Fund. 


— Although the Fund has been made permanent through legislation, the current 
administrative agreements are due for renewal prior to March 31, 2024. 
e The total annual funding amount is allocated by province and territory on a per 
capita basis, with a base amount for the territories and Prince Edward Island. 
— Annual payments are authorized by a letter you send to your signatory 
counterparts. 


e Further to Budget 2019’s one-time doubling, the FCM has made public requests to 
make this doubling permanent. 


Guidance Sought / Proposed Next Steps 


The next round of funding letters is expected for spring 2020. 
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